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FIELD OF THE INVENTION 

1 5 This invention relates to the field of making specific investment recommendations. 

More particularly the invention provides for making specific buy and sell recommendations 
and can provide an explanation in connection with the basis for each recommendation. 



BACKGROUND 

20 In the past a number of different financial tools have been provided to investors to 

provide investment advice. One type of financial tool provided was a computer implemented 
financial advice system that utilized optimization algorithms. These optimization algorithms 
typically utilized advanced mathematical techniques and estimates of each security's 
expected return and considered complex correlations between large numbers of different 

25 securities. These optimization tools are intended to determine a set of securities that are 
predicted to offer the highest level of return for a given client's level of risk tolerance. In 
such optimization approaches the recommended portfolio is said to be "mean-variance 
efficient". The optimization algorithms precisely balance each security's return with its 
impact on the portfolio's level of risk. Examples of systems and methods utilizing, or 

30 relating to different optimization techniques include U.S. Patent Application No. 09/654,627 
SYSTEM AND METHOD FOR TAX SENSITIVE PORTFOLIO OPTIMIZATION, filed 
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Sept. 5, 2000, and assigned to the same assignee as the present invention; U.S. Patent no. 
6 5 021 5 397 FINANCIAL ADVISORY SYSTEM; U.S. Patent Application No. 5,812,987 
INVESTMENT FUND MANAGEMENT METHOD AND SYSTEM WITH DYNAMIC 
RISK ADJUSTED ALLOCATION OF ASSETS; U.S. Patent No. 6,484,152 AUTOMATED 
5 PORTFOLIO SELECTION SYSTEM; U.S. Patent No. 5,784,696 METHODS AND. 
APPARATUS FOR EVALUATING PORTFOLIOS BASED ON INVESTMENT RISK; 
U.S. Patent No. 6,510,419 SECURITY ANALYST PERFORMANCE TRACKING AND 
ANALYSIS SYSTEM AND METHOD; U.S. Patent No. 6,012,044 USER INTERFACE 
FOR A FINANCIAL ADVISORY SYSTEM; U.S. Patent No. 6,003,018 PORTFOLIO 
1 0 OPTIMIZATION BY MEANS OF RES AMPLED EFFICIENT FRONTIERS — each of the 
above referenced applications and patents are hereby incorporated by reference in their 
entirety. 

In general the prior optimization systems provide for jointly analyzing assets in the 
portfolio. Since the securities in the recommended portfolio are analyzed jointly, from a 
15 client's perspective there is no clear explanation as to why any one security is recommended 
over another. 

Consequently, many clients view these optimization tools as "black boxes". In 
general clients, and in particular individual investors, have been slow to adopt and utilize the 
portfolios recommended by optimization types of tools. Indeed, experience has shown that 

20 many individual investors want to have a higher degree of understanding in the underlying 
building of the recommended portfolio, and further many of individual investors would like 
to directly participate in the building of their investment portfolios. 

Other systems have been developed which are more focused on using asset allocation 
models to determine investment strategies. These previous systems were not, however, 

25 designed to accommodate specific client preferences, and to provide explanations for specific 
recommendations. One such system is shown in pending patent application SYSTEM AND 
METHOD FOR PORTFOLIO ANALYSIS (U.S. Patent Application No. 09/667,017, filed 
9/20/2000), which is assigned to the same assignee as the present patent application, and 
which is incorporated by reference herein in its entirety. 

30 
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BRIEF DESCRIPTION OF THE DRAWINGS 

Fig. 1 shows a method of an embodiment of the invention. 

Figs. 2a-b shows an embodiment of a system of the invention. 

Fig. 3 is a display of a client preference summary. 
5 Figs. 4a-4d are displays of edit preference tables. 

Fig. 5 is a display of recommend sells due to poor ratings and client preferences. 

Fig. 6 is a display of recommended sells for sector diversification. 

Fig. 7 is a display of recommended sells due to asset class concentration. 

Fig. 8 is a display of recommended sells, and alternate sale possibilities. 
10 Fig. 9 is a display of a recommended sell summary. 

Figs. 10a- 10b are a displays of recommended buys of domestic equities. 

Fig. 1 1 is a display of recommended busy of international equities. 

Fig. 12 is a display of recommended buys for fixed income. 

Fig. 13 is a display of a plan summary. 
15 Fig. 14 is a display of an edit table for all sell recommendations. 

Fig. 15 is a display of an edit table for all buy recommendations. 

Fig. 16 is a display of an table for adding specific recommended sells. 

Figs. 17a- 17b are displays of tables for adding additional recommended buys. 

Figs. 18a- 18b are displays tables and graphs showing current recommended 
20 rebalancing. 

Figs. 19a-19g is a display of pages from an overall rebalancing plan. 

DETAILED DESCRIPTION 

One aspect of an embodiment herein provides a computer system, which is designed 
25 to provide financial advice based on an underlying methodology that is rules based, and 

sequential, such that the operation is relatively easy for an investor, or client, to understand, 
and allows for the client's direct participation in deciding which assets should be held in the 
investment portfolio. The system and method herein provide a financial advisory system 
where the underlying operation is designed to be transparent and intuitive, such that an 
30 individual investor will have the confidence to follow the financial advice recommendations. 
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Further, the system is such that an investor can make decisions with regard to specific 
recommendations, and review alternative recommendations. 

The underlying approach is built on a number rules which can be adapted for different 
client characteristics as determined by a client's circumstances and preferences. A method 
5 1 00 of an embodiment herein is shown in Fig. 1 . This method would be performed on a 
computer network as described in more detail below. A first part of the method 100, is to 
input 102 a client's risk tolerance and preferences. As is known in the art a client's risk 
tolerance can take into account a number of specific client characteristics, which could 
include a clients investment horizon, investment experience, and so forth. A client's 

10 preferences can include preferences with regard to holding or selling certain assets held in the 
investor's portfolio. Other types of possible preferences include asset allocation preferences, 
sector preferences, index funds versus actively managed funds, and stocks versus mutual 
funds. Where specific client preferences are not input, the method can utilize preference 
defaults 104 which are consistent with the rules applied by the system. The method further 

1 5 utilizes a library of different model portfolios 106, where the model portfolios are correlated 
to different client risk tolerances. The method then provides for modifying the model 
portfolio that most closely correlates with a particular client risk tolerance, in response to the 
client's preferences. The method also provides for assessing the quality of assets held in the 
client's portfolio 108. In conjunction with assessing the quality of assets held in the portfolio 

20 a securities ratings database 110 can be utilized. Further in connection with assessing the 
quality of other assets held in the portfolio other asset ratings databases could be provided. 
For example, a mutual fund rating database 112 could be provided for rating different mutual 
funds. The assessment of the quality of the different assets held in the portfolio could 
provide for selling assets that are rated below a certain level in the corresponding asset rating 

25 database. 

In addition to rules for assessing assets based on quality, other rules provide for 
recommending elimination of over concentration 1 14 in a single asset or equity. The method 
100 also provides a rule for recommending the sale of one or more assets where a portfolio 
has an over concentration 1 16 in certain market sectors, where a target sector allocation is 
30 generally a market sector allocation, such as the Wilshire 5000 index sector weights. 
Further, a rule of the method provides for making recommendations to eliminate over 
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concentration in any particular asset class 1 18, so that portfolio will achieve asset class 
diversification. The rules of method 100 provide not only for the recommendation of selling 
certain assets, but also for recommending the purchase of assets 120 to meet asset sector and 
asset class targets. While the general asset type and category type for assets to be purchased 
5 is generally determined in manner consistent with achieving specific target allocations, the 
determination as to which specific asset, such as stock or mutual fund to purchase, is made in 
connection with referring to recommended lists of stocks, or highly rated stocks 122 or 
mutual funds 124, where these recommended assets can be derived by referring to ratings for 
stocks and mutual funds rating databases 1 10 and 112. The recommendations of specific 

10 sales and purchases of assets can be output in the form of a client report 126, or plan 

summary 130, or by a screen shot generated on a computer display 128. Additional aspects 
of, operations relating to, the method 100 are discussed in detail below. 

Figure 2A shows a view of an embodiment of the system 200 herein. In this 
embodiment a number of financial advisor computers 202 -208 are provided. These 

1 5 computers can be general-purpose personal computers. These financial advisor computers 
are connected to a computer network 210, which allows the financial advisor computers to 
communicate with a back office computer system 212. The back office computer system 
could consist of a single computer or a number of computers networked together. For 
purposes of this discussion we will assume that the back office computer system 212 is a 

20 computer such as a mainframe computer or an application server. The computer network 
210 could include the Internet, WANs, and LANs, as well as other network configurations. 
General elements of a computer 250 are shown in Fig. 2B. 

Computer system 250 includes a bus 252 or other communication mechanism for 
communicating information, and a processor 254 coupled with bus 252 for processing 

25 information. Computer system 250 also includes a main memory 256, such as a random 
access memory (RAM) or other dynamic storage device, coupled to bus 252 for storing 
information and instructions to be executed by processor 254. Main memory 256 also may 
be used for storing temporary variables or other intermediate information during execution of 
instructions to be executed by processor 252. Computer system 252 further includes a read 

30 only memory (ROM) 258 or other static storage device coupled to bus 252 for storing static 
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information and instructions for processor 254. A storage device 260, such as a magnetic disk 
or optical disk, is provided and coupled to bus 252 for storing information and instructions. 

A display 262 can be coupled to the bus 252 displaying information to a computer 
user. As discussed below images shown on the display to convey information to a user can 
5 be referred to as screen shot. An input device 264, including alphanumeric and other keys, is 
coupled to bus 252 for communicating information and command selections to processor 
254. Another type of user input device is cursor control 266, such as a mouse, a trackball, or 
cursor direction keys for communicating direction information and command selections to 
processor 254 and for controlling cursor movement on display 262. 

10 The invention is related to the use of computer system for providing financial advice 

to customers. According to one embodiment of the invention, a proposed financial plan is 
provided by using a computer system to store and analyze information about a customer, 
their investment holdings (portfolio), the customer preferences, and characteristics, and 
information about different securities, and then based on the analysis and a set of rules 

1 5 providing a financial plan to a customer. In one embodiment, analysis and providing of 

information is achieved in part by the execution of the sequences of instructions contained in 
a main memory 256 by the processor 254. One or more processors in a multi-processing 
arrangement may also be employed to execute the sequences of instructions contained in 
main memory 256. In alternative embodiments, hard-wired circuitry may be used in place of, 

20 or in combination with, software instructions to implement the invention. Thus, embodiments 
of the invention are not limited to any specific combination of hardware circuitry and 
software. 

Computer system 250 also includes a communication interface 268 coupled to 
bus 252. Communication interface 268 provides a two-way data communication coupling to 
25 the network 210. 

Referring back to Fig. 2A, the system 200 is described at an operational level. In 
typical operation a client would meet with a financial advisor, and the financial advisor 
would log on to a financial advisor computer 202. The financial advisor computer 202 would 
communicate with the computer system 212 via the network 210. In typical operation the 
30 computer system 212 would communicate with the financial advisor computer 202, and 

cause the display of computer 202 to generate screen shots which would prompt the financial 
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advisor to input information about the client. One important piece of information is the 
client's risk tolerance. As is known in the art a client's risk tolerance is frequently 
determined based on client characteristics which can include a customer's age, expected 
number of years until retirement, expected expenses at time of retirement, investment 
5 horizon, and other information. Further, as is discussed in more detail below specific 
investment preferences can also be input for each customer. 

In one embodiment the software, which operates to generate the financial plan, would 
be loaded on the computer system 212. This software is generally referred to herein as a 
rebalancing engine. The financial advisor would input client specific information on the 

10 financial advisor computer 202. This information would be transmitted to the computer 
system 212 via the network 210. The rebalancing engine software includes a number of 
different modules. One module is a client characteristics and client preferences module 214. 
This module receives and stores client characteristics and client preferences. An asset 
allocation module 215 determines a target asset allocation for a client, based on the client's 

1 5 characteristics and preferences. In addition to the asset allocation module 21 5, or 

incorporated into the asset allocation module, a sector allocation module can be incorporated 
which operates to make recommendations to ensure that the recommended portfolio does not 
have an over concentration of assets in certain sectors. Additionally a security-type 
allocation module can be provided to make recommendations so that a diversified range of 

20 security types are held in the recommended portfolio. A portfolio analyzer and adjuster 
module 216 analyzes assets held in a client's portfolio, and makes recommendations as to 
assets which should be bought and sold in order to bring a client's portfolio closer to the 
target asset allocation, sector allocation, security-type allocation, and to improve the quality 
of assets in the portfolio. In determining assets held in a client's portfolio, the portfolio 

25 adjuster module 216 accesses a client account database 218, which identifies a customer's 
accounts and the securities held in the customer's accounts. Further, in connection with 
determining assets for purchase and sale, the portfolio adjuster 216 will utilize asset ratings 
information from an asset ratings database 220. In one embodiment the asset ratings 
database will contain ratings for a wide range of assets, and the assets will be given a rating 

30 of A, B, C, D, or F, with A being the highest rating, and F being the lowest rating. One 
example of such a rating system is the Schwab Equity Rating™ rating system, provided by 
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Charles Schwab & Co. Inc. Another equity system is the provided by Standard & Poor's, 
and the Standard & Poor's system uses stars to indicate the equity ratings. 

Below is a discussion of some aspects of operation of the system, and figures are 
shown that illustrate specific screen shots that can be generated by the rebalancing engine 
5 and transmitted to the financial advisor computer for display. These screen shots operate to 
solicit specific information from the financial advisor, so that a recommended financial asset 
reallocation plan will reflect a client's specific preferences and characteristics. 

The rebalancing engine is designed to be transparent and intuitive, mimicking the 
way a human being might solve a portfolio problem. The rebalancing engine can utilize a set 

10 of rules, described in more detail below. However, it should be recognized that the 
underlying rules can vary and still achieve benefits described herein. At its core the 
operation is designed to adapt to different client circumstances and preferences. To achieve 
accommodation of specific client preferences, rather than arrive at a set of overall 
recommendations as part of one apparently single process, the rebalancing engine divides the 

1 5 analysis into different stages and through a process of repeated steps and soliciting of input 
from the financial advisor arrives at a set of recommended sell and recommended buys, and 
then outputs a report explaining the basis for different elements of the recommended actions. 
In general the operation includes ascertaining a set of client preferences. An overall asset 
allocation, sector allocation and security type allocation is determined based on the client 

20 preferences. Based on the overall allocation the current portfolio is analyzed and buy and 
sell recommendations are made. This process of recommending buy and sells can take into 
account the tax impact of different potential buy and sell recommendations. The buy and sell 
recommendations can take into account the specific ratings of the different assets. 

Since the rebalancing engine selects securities independent of their correlations with 

25 other securities, one could argue that the recommended portfolio (as determined in part buy 
the recommended buys and sells) will be inferior, i.e. not mean-variance efficient, to those 
recommended by traditional optimization software. However in actual practice this would 
likely not be the case, because optimization programs rely heavily on estimated inputs into 
the mean-variance optimizer functions. In general, these estimated inputs are uncertain and 

30 estimates of mean- variance optimal solutions are very sensitive to these inputs. In an 
embodiment of the present system the underlying target asset allocations correspond to 
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model portfolios constructed via mean-variance optimization and serve as the basis for the 
recommended asset allocation. In addition, the rebalancing engine recommends diversified 
portfolios across different financial sectors and recommends only those stocks and mutual 
funds that are highly rated. Therefore, the recommendations, after accounting for the 
5 statistical error in the correlation estimates used in traditional optimization, may be even 
closer to the true efficient frontier than estimates from traditional optimization routines. 

Of course it should be recognized that the recommended portfolio would only fall 
near the efficient frontier when the investor does not have an excessive number of restrictions 
on what to sell or buy (as determined by client preferences). The more constraints an investor 

10 has, the less efficient her portfolio will be. Of course if a traditional portfolio optimization 
method allowed for, and followed, similar constraints it would have the same problem. Either 
the optimizer would not be able to generate an implementable plan, in that the recommended 
actions violate the investor's constraints, or the optimizer portfolio would fall far from the 
unconstrained efficient frontier. Within the bounds of statistical error, the portfolios 

1 5 recommended by the rebalancing engine can be, depending on the particular circumstances, 
even more efficient than those recommended by traditional portfolio optimization. Further, 
the rebalancing engine provides the additional benefit that it is designed to specifically 
account for a client's preferences, which means it is more likely that a customer will follow 
the recommended actions to achieve the recommended portfolio. 

20 An important consequence of the rules-based rebalancing engine is that it can give a 

precise reason for every sale and purchase, e.g., stock XYZ should be sold due to a low asset 
rating such as an "F'\ or mutual fund XYZ should be sold because it's heavily concentrated 
in the Technology sector, for example, and the investor is over concentrated in that sector. 
Further, sells could be recommended to eliminate concentrations in individual securities, or 

25 to achieve security type diversification. Similarly, purchases could be recommended to 
achieve various forms of diversification. 

The parameters that define the rules can easily be modified so that financial advisors 
will also be able to customize the session to accommodate a client's needs. The user can 
over-ride any aspect of the asset allocation process. If the client does not want to hold 

30 international equities, then it is removed from his target portfolio. If the client is an 

aggressive investor but has fairly high liquidity needs, then the rebalancing engine can 
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increase the target weight in cash and decrease his equity holdings. If the client has no 
interest in owning small cap utility stocks, then the rebalancing engine can reallocate that 
weight across the remaining sectors. Most importantly, the rebalancing engine can offer a list 
of alternatives whenever it recommends that a security be purchased or sold. There are many 
5 options for a financial advisor to customize a client's portfolio, as will be seen below. 

The flexibility and transparency of the rebalancing engine has three important effects. 
First, it educates the client since the reason for each action accompanies each 
recommendation. Second, it can transform the process of building a portfolio into 
collaboration between the financial advisor and the client, by allowing the financial advisor 

10 to interactively incorporate the client's preferences. This should increase the likelihood that 
the client will implement the advice, by allowing the financial advisor and the client to 
achieve a consensus. Lastly, it can enhance the interaction between and client and a financial 
advisor, by giving structure to the conversation, automating the background calculations in 
the investment advice process, and providing the financial advisor with automated access to 

15 the information needed to serve the client and freeing the financial advisor to focus on 
building the relationship. 

As mentioned above, one element of the rebalancing engine operation is that it is 
specifically designed to account for client preferences. For example, one embodiment can 
allow a client to specify preferences for: purchasing individual stocks or mutual funds or 

20 some combination of both security types; passive, active or a Core and Explore® approach to 
investing (aspects of different investments approaches are widely known in the art, also some 
different approaches are discussed in pending patent application SYSTEM AND METHOD 
FOR PORTFOLIO ANALYSIS (U.S. Patent Application No. 09/667,017, filed 9/20/2000) 
which is assigned to the same assignee as the present patent application, and which is 

25 incorporated by reference herein in its entirety; value or growth equity investment styles, or 
some combination of both; avoiding transactions that incur short-term capital gains; 
constraining certain positions that a client does not want to sell; selling certain assets instead 
of others in the same asset class; and, tax loss harvesting to offset realized capital gains. 
Further, the rebalancing engine provides that when the client has assets in the portfolio 

30 that the client does not want to sell and those constraints conflict with an initially calculated 
target model portfolio, the asset class weights of a the target asset allocation model are 
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revised to match her preferences. Likewise, when the user has a domestic equity style 
preference, either tilted toward value or growth, the asset class weights are revised to 
accommodate this preference. 

The rebalancing engine can recommend a client buy or sell a particular stock or mutual 
5 funds, based on the ratings for assets in one or more asset ratings databases. These ratings 
could be in the form of a prioritized list of assets, or could be based on different analyst 
ratings, or a number of other possible rating systems. Further, the asset rating database can 
. account for different styles and sectors. Additionally for mutual funds different rating 
systems can also be utilized. 

10 Similarly the sell recommendations are based upon several criteria. One general rule of 

the rebalancing engine is to avoid over-concentration in a single security, and while some 
specific concentrations are discussed below, it should be recognized that a wide variety of 
different approaches and different percentages could be used in place of those discussed 
below. One embodiment of the invention provides that where any individual security 

15 occupies more than 20% of a client's portfolio it is recommended to be sold down to 20%. 

Further the rebalancing engine avoids over-exposure to a single economic sector. Clients 
with assets that sum to 20 percentage points above the benchmark sector weight for that asset 
class, for example, will have some of those assets sold to bring the exposure down to 20% 
above the benchmark. The rebalancing engine recommends selling low-quality securities 

20 with high exposure to the over-weight sector held in tax-advantaged accounts (e.g., 401K or 
IRA accounts) first. Selling in tax-advantaged accounts is desirable because there are no 
immediate tax consequences associated with the sale. If these recommendations are not 
sufficient to reduce the over-weight sector to the desired allocation, then the rebalancing 
engine recommends selling low-quality securities with high exposure in the over-weight 

25 sector held in taxable accounts. Following this, high-quality securities with low exposure to 
the overweight sector held in tax-advantaged accounts are recommended. If the sector 
remains over-weight, then high-quality securities with low exposure to the overweight sector 
held in taxable accounts are recommended. In some cases the rebalancing engine will have 
to choose from multiple securities with identical quality and exposure to the over-weight 

30 sector. In these cases the rebalancing engine recommends selling securities that are primarily 
invested in the over-weight sector first, and then securities from overweight asset classes. If 
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this doesn't distinguish securities, then position size is the final tiebreaker. The rebalancing 
engine recommends selling larger positions first to minimize the number of transactions. The 
selling priority strikes a balance between recommending sales in taxable accounts to mitigate 
tax consequences with selling lower-quality securities first. It should be recognized, 
5 however, that other priority systems could be accommodated. 

The rebalancing engine also operates to recommend sales of assets that have poor future 
expected performance. The determination of expected performance for an asset can be made 
in connection with reference to a ratings database, where a wide range of different ratings 
bases and ratings systems could be utilized. For example a rating system, such as the 

10 Schwab Equity Ratings system, could be utilized and any "D" or "F" rated security would be 
recommended for sale. Alternatively a different rating system such as Standard & Poor's 
could be utilized. In one embodiment where the client has no equity style preference, any 
stock that is rated 1 or 2 stars (which corresponds to lower rated securities) by the known 
Standard & Poor's rating system is sold. (The reason provided by the rebalancing engine, in 

1 5 such a situation could be, for example, "Performance Expectations are Poor"). For mutual 
funds, the rebalancing engine could also refer to a ratings database system in connection with 
buy and sell recommendations. 

The rebalancing engine can also take into account tax considerations for fixed-income 
investments, and may recommend that clients sell all taxable bond funds in their taxable 

20 accounts and replace them with municipal bond funds, if the client is in a high tax bracket. 
The rebalancing engine operates to make recommendations that result in a rebalanced 
portfolio. Any asset class that is over-weight after the above sales will have additional assets 
sold in order to meet their target asset allocation. The rebalancing engine recommends 
selling low-quality securities with high exposure to the over-weight asset class held in tax- 

25 advantaged accounts first. If these recommendations are not sufficient to reduce the over- 
weight asset class to the target allocation, then the rebalancing engine recommends selling 
low-quality securities with high exposure in the over-weight asset class held in taxable 
accounts. Following this, high-quality securities with low exposure to the overweight asset 
class held in tax-advantaged accounts are recommended. If the asset class remains over- 

30 weight, then high-quality securities with low exposure to the overweight asset class held in 
taxable accounts are recommended. In some cases the rebalancing engine will have to 
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choose from multiple securities with identical quality and exposure to the over-weight asset 
class. In these cases the rebalancing engine recommends selling securities that are primarily 
invested in the over-weight asset class first, and then securities from overweight sectors. If 
this doesn't distinguish securities, then position size is the final tiebreaker. The selling 
5 priority strikes a balance between recommending sales in taxable accounts to mitigate tax 
consequences with selling lower-quality securities first. It should be recognized, however, 
that other priority systems could be accommodated. 

It is important to note that the system can provide for sophisticated rules in connection 
with dealing with tax consequences of selling assets. For example, for a client who is 

10 sensitive to tax capital gain issues, the system can provide for selecting assets for sale where 
the least capital gains will be realized. In fact, the rules can be adapted so that a particular 
asset with a slightly higher expected future performance might be recommended for sale 
where it would generate no capital gain as a result of the sale, while a different asset with a 
slightly lower rating would not be recommended for sale because such a sale would generate 

15 significant capital gain. In contrast, for a different investor who has significant capital losses, 
the investor would likely not be concerned with realizing some capital gain, because such a 
gain would be offset by the losses. In this situation the system could recommend the sale an 
asset based on its rating without regard to the capital gain consequences. Further, in 
connection with a situation where a recommended sale of one asset would result in a capital 

20 gain, the rules could take this into account and make an additional sale recommendations 
which would result in tax loss harvesting, where the additional recommended sale would 
result in a loss which would offset all or part of a capital gain from a different recommended 
sale. 

As discussed above, the rebalancing engine can also take into account position size. The 
25 rebalancing engine is designed to balance the simplicity of the portfolio with minimizing the 
number of transactions. In some cases, the rebalancing engine will not rebalance exactly to 
the target asset allocation because the dollar amount is too small to have an appreciable effect 
on performance. 

In connection with recommended buys, the rebalancing engine takes into account the 
30 asset class under consideration. For bonds the rebalancing engine recommends that the client 
buy bond funds, selected from a list of highly rated bond funds. Charles Schwab & Co. Inc. 
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and other financial service companies provide such lists of highly rated bond funds. In one 
embodiment the rebalancing engine recommends taxable bond funds in tax-advantaged 
accounts and municipal bond funds are recommended for taxable accounts, if the client's tax 
rate exceeds 28%. If an investor is in a lower tax bracket, then, depending on the 
5 circumstances, the rebalancing engine may recommend taxable bond funds in all of the 

investor's accounts. It should be recognized that other embodiments could include rules for 
recommending individual bonds versus bond funds. Individual bonds could be selected from 
a list of individual bonds with desirable characteristics, such as bond rating or maturity date. 
In connection with international assets, the rebalancing engine will recommend that the 

10 client purchase international and/or global equity funds from list of highly rated funds. It 
should be recognized that other embodiments could recommend individual international 
stocks from a list of highly rated international stocks. 

In connection with small cap and large cap equities, if the client prefers mutual funds, 
then the rebalancing engine will recommend funds based upon the fund style, and a rating 

15 system such as is provided by number of different financial service providers such as Charles 
Schwab & Co. Inc. If the customer prefers to purchase individual stocks, then the 
rebalancing engine will recommend highly rated stock(s), where the ratings can be based on 
a variety of different rating systems, and stocks in a diversified group of different sectors, for 
Large Cap and Small Cap respectively, would typically be recommended. 

20 The rebalancing engine recommends placing assets into accounts in a tax efficient 

manner. Security types are ordered by tax efficiency. Starting with tax-advantaged accounts, 
specific securities with the least tax efficient security type are selected and recommended for 
purchase in tax-advantaged accounts. The exact amount purchased depends on a number of 
factors, including whether or not the asset class the security belongs to is under-weighted 

25 versus the client's target portfolio, whether or not the sector that the security belongs to is 
under- weighted, the security's rating, the number of securities to purchase per asset class for 
mutual funds or per sector for stocks, and any minimum purchase requirements. The 
rebalancing engine continues to recommend securities for placement in tax-advantaged 
accounts until the amount held in those accounts exactly matches the client's current 

30 allocation to tax-advantaged investments. Securities are selected for taxable accounts in a 
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similar manner except that given equal ratings the more tax efficient securities within a 
specific security type are given a higher priority. 

The operation of the rebalancing engine provides for generation of a report which 
shows the recommended buys and sells for the portfolio. The report can give clear and 
5 discrete reasons for each given recommended action. Since the rebalancing engine is a rules- 
based portfolio management tool, as opposed to global optimization tool, the rebalancing 
engine can give specific independent reasons for each and every action recommended. This 
helps the communication between the financial advisor and the client to proceed much more 
efficiently, as the report provides specific rationale for each recommendation. Further, the 

10 rebalancing engine operates to track each recommended asset to an actual brokerage account. 
For clients with many brokerage accounts, the representative is not forced to spend a lot of 
time dividing the securities across the brokerage accounts manually. In an optimization type 
of system it is very difficult to specifically identify reasons for each recommended action, as 
the ultimate recommendations are based on very complex interdependency and relationship 

1 5 between different assets held in portfolio. 

The operation of one embodiment of the invention is illustrated by consideration of 
the Figures discussed below. For example, Fig. 3 shows an image, such as screen shots, 
which could be displayed on a computer monitor of a financial advisor in conjunction with 
providing financial advice to a client. These screen shots would be shown on the display of 

20 the financial advisor computer (such as 202-208). 

Fig. 3 shows client preferences summary 300, which shows a particular client's 
preferences. Also shown in Fig. 3 is a control bar 301, which allows the user to select the 
application which provides for portfolio recommendation. The control bar includes a number 
of fields which allows a user to use a mouse to select from a number of different application 

25 tools, which can provide for a range of different services, such as a quick view of a client's 
holdings, a view of a clients current asset allocation, cash flow analysis, portfolio rebalancing 
analysis, or retirement plan information. As shown the rebalancing field 303 is highlighted 
which means that the user has accessed the rebalancing engine application. Further, the set 
preferences sub-field 305 is highlighted showing that the user is working in the client 

30 preferences part of the rebalancing engine. The client preferences could be obtained in a 
number of different ways. Typically, the process would start with a financial advisor 
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meeting with a client investor to determine the client's characteristics and preferences. The 
financial advisor would then input this information into the financial advisor computer 202 
and it would then be transmitted to the computer system 212. This customer information 
would include an identification of all accounts which the financial institution has for the 
5 particular customer. Alternatively, or in addition, the investment counselor and the client 
could identify the specific accounts which the client would like to include in the investment 
analysis. In any case, the system can operate to allow for all of a client's investment 
accounts to be included in the analysis, or for only selected accounts to be included in the 
analysis. 

10 Based on client characteristics, as discussed above, a risk tolerance for a client can be 

determined. This risk profile is shown in a risk profile field 304. The client's name, or the 
name of a particular account, or portfolio of accounts can be identified in name field 302. 
Cash and account field 306 provides an identification of specific accounts which are included 
as part of the portfolio and identifies an amount of available cash held in the accounts. Table 

15 308 shows asset allocation information. The column "Model%" in 308 shows a model asset 
allocation as determined by rules for a given risk profile for a client, and these rules are part 
of the rebalancing engine. It should be noted that the rules establishing a given asset 
allocation can be changed over time based on experience, and these rules will generally 
correspond to investors with shorter time horizons having asset allocations weighted more 

20 heavily toward fixed income investments and cash, whereas investors with a higher risk level 
will generally have asset allocations weighted more heavily toward large cap, small cap, and 
international equities. This type of asset allocation process is well known in the art. 

The "preferred%" column of table 308 shows the actual targeted asset allocation for 
particular client given their specific preferences. If a client does not express any specific 

25 preferences, then the model percentages are the target asset allocation. However, a client can 
enter a number of preferences as will be discussed in more detail below and these preferences 
can result in the preferred% asset allocation being different than the model% asset allocation. 
In addition, an investment counselor could specifically select the "edit" field 310 to make 
changes to reflect a customer's preferred asset allocation. 

30 Sector Allocation table 312 shows different industry sectors such as cyclical, 

durables, energy, financials, etc. The rebalancing engine module will typically be 
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programmed such that it would recommend a portfolio which would correspond roughly to 
the sector allocation as determined by the Wilshire 5000, shown as column Wilshire%. 
However, as noted above the rules can be changed and modified over time, and in general a 
wide range of systems and strategies have been developed which are used to determine 
5 desired sector allocations. The column "preferred%" of table 312 can be specifically edited 
by an investment counselor, by using a mouse to click on the edit field 314 which 
corresponds to the sector allocation field 312. In general operation, for example, an 
investment counselor might learn that a customer wants to slightly overweight investment in 
the financials sector, and underweight in the utilities sector. In such a case the investment 

10 counselor could use a mouse to click on the edit field 314 and increase the percentage of the 
investment in the financial sector and decrease the percentage of investment in the utilities 
sector. Additionally, the number of different stocks which a client would like to own in each 
sector can be specified. 

A sell preferences table 318 shows sell preferences that will be taken into account in 

15 determining the specific buy and sell recommendations. The sell preferences field contains 6 
rows with different categories of client preferences relating to potentially selling assets held 
in a client's investment portfolio. Based on the financial advisor's discussion with a client, 
the investment counselor can go in and edit (by clicking on the edit field 320) the sell 
preferences to reflect a client's preferences. As shown for example in field 322, the client 

20 preferences include, selling small holdings which represent less than 1% of the total portfolio 
of accounts included in the analysis. The maximum equity concentration row 324 indicates 
that the customer preference is to not to have any particular equity investment exceed 1 5% of 
the total portfolio. The "do not recommend trades in" field 326 shows that the customer 
preference is not to recommend trades in one particular account that is included in the overall 

25 analysis and recommendation process. The do not sell row 328 identifies specific holdings in 
particular accounts which a client does not want to sell. The force sell row 330 shows 
specific securities held in specific accounts that a client would like to sell. The do not spend 
row 332 shows specific cash holdings which a client does not want to spend. 

A client buy preference table 334 is shown in part Fig. 3 with specific preferences of 

30 the types of investments that a client prefers to purchase. Client preference edit field 336 
allows a financial advisor to edit specific client preference data. Row 338 shows cash that a 
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customer wants to hold apart from the recommended portfolio. For example, if a customer is 
holding $10,000 in one or more of the portfolio accounts, and expects to make a separate 
investment or purchase with this cash, then the rebalancing engine will leave these assets as 
cash and not recommend that the cash be used to purchase a specific asset or assets. As 
5 shown in the case of the row 338 the client has indicated that they do want to set aside any 
cash from the rebalancing process. The client preference table 334 also includes a number 
sub tables (340-346) with client preferences relative to different asset allocation classes. 
Large cap table 340 shows client preferences with respect to large cap assets, and contains a 
number of rows showing information regarding client preferences for large cap investments. 

10 International table 342, and Small Cap table 344 contain rows relating to preferences for 
these types of investments. 

The actively managed mutual funds row 348 shows the clients preferred percentage 
of investment in actively managed mutual funds. The Index Funds row 350 shows the 
client's preferred percentage of investment in index funds, and the individual equities row 

15 352 shows the percentage of investment that client wants to have in individual equities. Row 
354 indicates that the totals for the rows 348, 350, and 352 must equal 100%. Managed 
Accts row 356 shows an amount of money that the client would like to invest in separately 
managed accounts which correspond to large cap assets. Other Investments row 358 shows 
an amount of money that the client would like to allocate to other large cap assets. As shown 

20 in Fig. 3B, the International Field 342, and the Small Cap field 344 include the same rows, 
and the investment counselor can edit the information in these rows to reflect the client's 
specific preferences. 

The Fixed Income table 346 shows a client's preferences with respect fixed income 
investments. Actively Managed Mutual Funds row 360, Index Funds row 362, and 

25 Individual Bonds row 364 shows a percentage of the fixed income assets that a client wants 
to hold in the corresponding type of fixed income asset investment. The Fixed Income field 
also includes a managed accounts row 366 and another investments row 368, which operate 
in manner similar to that described above for the identically titled rows of the Large Cap field 
340. Additionally, the Fixed Income field 346 includes a State Marginal Tax Rate row 370, a 

30 Federal Marginal Tax rate row 372. These rows are used to consider the tax ramifications of 
income generated by different types of fixed income investments, and are factored into 
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deciding the types of fixed income investments which are recommended. The Only Buy Tax 
Exempt Funds row 372 allows a client to specifically indicate that they only want to own 
fixed income assets that are not taxed. 

A create a one step-plan field 376 can be provided which allows a user to click on the 
5 field 376 with a mouse and the rebalancing engine can provide a recommended plan based on 
the client's characteristics and preferences. Additionally a save and continue field 378 
allows a user to click on this field and progress sequentially through the development of a 
recommended plan. 

Figs. 4A-4C show a.number of different editable tables which are provided when a 

10 user clicks on the different edit fields shown in Figs. 3. Fig. 4 A shows a screen shot of an 
edit asset allocation table 400, which is displayed when a user clicks on the edit field 310. 
When the edit asset allocation table is displayed the user can click in the fields 404-414 and 
input the desired percentage of the total portfolio that would be allocated to the 
corresponding asset class. 

1 5 Fig. 4B shows a screen shot 416 when an edit sector allocation preferences table 418 

is displayed in response to a user clicking on the edit sector allocation field 314. When the 
edit asset allocation table is displayed the user can click in the fields 420-438 and input the 
desired percentage of the total portfolio that would be allocated to the corresponding sector. 
Figs. 4C shows a screen shot 440 when edit sell preferences tables 442 and 444 are 

20 displayed after a user clicks on the edit sell preferences field 320. The number of sell 

preference tables can correspond to the number of accounts that are included in the analysis 
as shown in the field 306. The sell preferences tables can include columns showing the 
assets held in each account, a rating for the asset, a value for the asset, a price for the asset, a 
quantity for the asset, an asset class, a sector category, and an identification of the total 

25 percentage of the asset class. Additionally, a constraint column 446 can be provided. The 
user can click on different fields in the constraint column to indicate if the investor will allow 
the asset to be sold, or if they want to force a sell of a particular asset, or if the user will not 
sell the asset. Further, a Qty/Amt. preference column 448 is provided which allows a user to 
identify a number of shares or a dollar amount that a client is willing to sell. A Reason 

30 column 450 is provided, which allows a user to input a reason related to a client decision 
with respect to a particular asset. The reason column can be particularly useful where a 
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client specifically decides not to sell an asset for personal reason, as will be shown below. 
Additionally a status row 452 is provided which allows a user to indicate whether trades will 
be allowed in an account. For example as shown in status row 452, fields 454-458 are 
provided which allow a user to specifically indicate that trades are allowed in the account, 
5 trades are not allowed in the account, or requiring that all positions be sold in account, 

respectively. Further, a status row reason field 460 is provided, where a user can click on the 
reason field 460 and enter a reason for a specific decision with respect the account. 

Figs. 4D shows a screen shot 462 when an edit buy preferences table 464 is displayed 
in response to a user clicking on the edit buy preferences field 336. When the edit buy 

10 preferences table is displayed the user can click in the fields 466-470 and input the desired 
percentage of the type of investment that the client would like to have for each of the asset 
class. For example field 466 corresponds to the percentage of the large cap investment that 
the client would like to have in actively managed funds; field 468 corresponds to the 
percentage of the large cap investment that the client would like to make in index funds; and 

15 field 470 corresponds to the percentage of the large cap investment that the client would like 
to have in individual equities. Similar fields are also provided for the other types of asset 
classes, small cap, international and fixed income. 

Based on client characteristics, and client preferences, as input by the financial 
advisor, in connection with the above Figures, recommended sells and recommended buys 

20 are generated. The recommended sells and buys can be reviewed and modified in connection 
with arriving at a recommended plan. Fig. 5 shows a screen shot 500 where the Step 2: 
Manage Sells field 502 is highlighted. At this point the client preferences have been entered. 
A recommendation activity scroll window 504 is provided which allows a user to scroll 
through and see specific sell recommendations. A title field 506 identifies the recommended 

25 sells shown in the tables below. Tables 508-5 14 are sells that are proposed in light of client 
preferences, poor ratings for the particular asset, or due to equity concentration. A skip to 
recommended sells summary field 507 which allows a user to skip directly to a summary 
page discussed in detail below if a user does not want to review a break down of the different 
category tables 508-514. 

30 Table 508 shows a sell that is proposed in response to a client's indicated preference 

to sell the asset identified as XYZ. Each table corresponds to a specific category of proposed 
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sale. Table 510 shows sales in light of small holdings, which would be proposed where a 
client has indicated in the client preferences that they would like to sell smaller holdings. 
Table 512 proposes sales where a database of ratings for different assets indicates that a 
particular asset held in the portfolio has a poor rating. Table 514 is an equity concentration 
5 table which shows proposed sales because of an overly concentrated position. Taking table 
514 for example, elements of the proposed sale tables are described. Header field 516 shows 
the basis for the proposed sales in the corresponding table. Remove column 518 provides a 
field where a user can click in the corresponding box to specifically indicate that a proposed 
sale should be removed the proposed plan. Symbol column 520 shows a symbol (for 

10 example a ticker symbol) for an asset. Sell Qty/Amt. Column 522 shows the number of 

shares, or dollar amount of an asset to be sold. Acct. # (type) column 524 shows the account 
and type of account which the asset is held in. Shares/position column 526 shows the 
number of shares and the corresponding value that are proposed to be sold. Asset class 
column 528 shows the asset class for the asset that is to be sold. % of Asset class column 

15 530 shows the percentage of the asset class represented by the proposed sale. Category 
column 532 shows the category for the asset (e.g., for stocks it could show the sector; for 
mutual funds it could show the asset class; for bonds it could show the type such as 
municipal or corporate etc.). Style column 534 indicates the type of investment such as 
growth, value etc. Rating column 536 represents a rating for the asset. 

20 The ratings shown in the figures herein corresponding to a rating system based on a 

review of different types of market data, which could include past performance, analyst 
ratings, price to earnings ratio, etc. The specific rating system could be selected from a broad 
range of different systems that are currently employed across a wide range of different 
financial service companies. As shown in the rating system of the Figures herein the highest 

25 possible rating is an A and the lowest possible rating is an F. 

In addition to the general heading 516, which identifies the reason for the proposed 
sale, a row can be provided with additional specific reasons for a proposed sale, and an 
additional link 538 can be provided where a user can click on the link to obtain more detailed 
information regarding the reason for the proposed sale. After the user has reviewed the 

30 recommended sells shown in Fig. 5, the user can click on the save & continue field 540 and 
progress to the next screen. 
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Figs. 6 show the next screen shot 600 where the Step 2: Manage Sells field 502 is 
highlighted. Again at this point the client preferences have been entered. A title field 602 
identifies that the sells shown in the tables below 604 and 606 are sells which are proposed to 
achieve sector diversification. 
5 Sell sector diversification table 604 shows a proposed sell of asset AAA. Row 608 

shows general information regarding the purpose of the proposed sale. Row 610 can be 
provided to give additional information regarding the proposed sale, and link 612 can be 
provided to give more in depth information regarding the proposed sale. The columns of 
tables 604 and 606 correspond to the columns described above in connection with table 514. 
10 The sell section diversification table can also include an alternates row 614 which can 
provide alternative sales of other assets held in the portfolio to achieve a desired 
diversification. 

Fig. 7 shows an additional screen shot 700 where the Step 2: Manage Sells field 502 
is highlighted. A title field 702 identifies that the sells shown in the tables below 704 and 
1 5 706 are sells that are proposed to achieve desired asset class diversification. Elements of the 
asset class sale tables 704 and 706 correspond to the elements described above in connection 
with Figs. 6. 

Fig. 8 shows a screen shot 800 which can be displayed when a user clicks on the 
Alternates field 708 of Fig. 7. As shown in Fig. 800, table 802 shows the recommended sale 
20 of security XYZ, and additionally table 802 has been expanded in area 804 to show a listing 
of additional securities which can be provided as alternative securities to sell instead of 
security XYZ. 

Figs. 9 shows a screen shot 900 where tables 902-908 are shown; these tables include 
a general subject field 910, which identifies the reason for the proposed sale. As shown in 

25 the heading field 914 the screen shot 900 shows summary of recommended sells. The 

categories for the different columns correspond to the columns previously discussed for the 
proposed sale tables above. Additionally, an edit column 912 is provided where a user can 
click on an "edit" field in the column and edit the proposed sale of the corresponding asset. 
The general subject fields 910, and 916-920 show the general reason for the recommended 

30 sales that are identified in the corresponding tables. 
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Figure 10A shows a screen shot 1000 where the Step 3: Manage Buys field 1002 is 
highlighted. At this point in the process the client preferences would have been entered, and 
a proposed plan for selling some of the assets held in the portfolio would have been 
. developed. When the Manage Buys field 1002 is highlighted the user can view detailed 
5 information regarding proposed buys, and edit the proposal, or remove a recommended buy. 
A general heading field 1004 identifies the general type of buys which are recommended in 
the recommended buy tables 1006-1014, which as shown correspond to recommended buys 
of domestic equities. Elements of domestic equity buy table 1006 are discussed in some 
detail as follows, and as is shown in the figures, these elements generally correspond to the 

10 other buy tables. Table 1006 shows a proposed buy of asset AMSTX, which is an actively 
managed mutual fund. Each table corresponds to a specific category of proposed buy. A 
general information row 1018 provides an identification of the type of asset that is proposed 
for purchase. Further row 1018 identifies the total amount of buying allocated to the type of 
asset that is proposed for purchase. Remove column 1 020 allows a user to click in the 

15 remove column and remove the proposed purchase of the corresponding asset from the 

recommend plan. Symbol column 1022 shows a symbol (for example a ticker symbol) for an 
asset. Buy Qty/Amt. Column 1024 shows the number of shares, or dollar amount of an asset 
to be sold. Acct. # (type) 1026 column shows the account and type of account which the 
asset is held in. Share price column 1028 shows the share price. Asset class column 1030 

20 shows the asset class for the asset that is to be purchased. Category column 1 032 shows the 
category, as described above, that the asset corresponds to. For some assets such as index 
funds which represent a broad range of sectors, this column might not be applicable. Style . 
column 1034 indicates that type of investment such as growth, value etc. Rating column 
1036 represents a rating for the asset. 

25 Information row 1038 provides information that shows tlie underlying basis for the 

proposed purchase. Additionally a field can be provided where a user can click on the field 
to obtain more information regarding the reasons for the proposed purchase. Alternates row 
1040 can be provided to give information on other alternative assets that could be purchased 
instead of the asset identified above in the symbol column 1022, and generally the 

30 alternatives would be other investments that are of the same class and category as the above- 
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identified asset. The user could input these alternative assets in place of the asset proposed 
above. 

Fig. 10B shows a screen shot 1042 which can be generated when a user selects the 
Alternates field 1040 shown in Fig. 10A. In response to a user selecting Alternates a list of 
5 alternates to the recommended purchase of security AMSTX is shown in an expanded area 
1044 of table 1006. 

Fig. 1 1 shows a screen shot 1 100 where the Step 3: Manage Buys field 1002 is 
highlighted. This screen shot shows recommended buy tables 1 104 and 1 106 for 
international assets. The elements of tables 1 104 and 1 106 correspond to the elements 

10 discussed above in connection with domestic equity proposed buy table 1006 discussed 
above. Individual international securities can be selected for purchase in the individual 
international equities table 1 108. 

Fig. 12 shows a screen shot 1200, which shows a recommended buy table 1202 for 
fixed income investments. The elements of these tables correspond to the elements discussed 

1 5 above in connection with domestic equity proposed buy table 1006. Individual fixed income 
securities can be selected in the individual bonds table 1204. 

Once the user has input all of the client preferences and reviewed, and possibly 
modified the proposed sells and the recommended buys as discussed above the user can then 
review proposed sells and recommended buys that are generated by the rebalancing engine. 

20 It should be noted that the user need not review all of the recommended buy tables and 
proposed sell tables as discussed above. Rather the user could simply accept the plan 
recommended by the rebalancing engine, where the rebalancing engine operates to determine 
the recommended buy and sell plan based on the individual characteristics, and individual 
preferences. 

25 Figs. 13 shows a screen shot 1300, which is displayed when the review plan 

field 1302 has been selected. Table 1304 shows a summary of all recommended sells. Table 
1306 shows a summary of recommended buys. As shown in column headings of table 1304, 
columns are provided which identify information for securities which are recommended for 
sale. Table 1304 provides an Edit Sell Recommendation field 1308, which user can select by 

30 clicking on the field 1308. Similarly table 1306 provides a field Edit Buy recommendations 
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field 1310 which can be selected by a user. Table 1304 also provides a Sell Additional 
Securities field 1312, and table 1306 provides Buy Additional Securities field 1314. 

When a user selects the Edit Sell Recommendation field 1308, a new screen shot can 
be generated shown as 1400 in Fig. 14. The screen shot 1400 provides an edit sell 
5 recommendations table 1402 where a user can select to have a recommended sale of 
particular security removed, or the user can modify the amount of the security which is 
recommended to be sold. Similarly, when a user selects the Edit Buy Recommendations 
field 1310, a screen shot 1500 can be generated which shows an edit buy recommendations 
table 1502 where a user can select to have a recommended purchase of particular security 
10 removed, or the user can modify the amount of the security which is recommended to be 
purchased. 

Fig. 16 shows a screen shot 1600 which can be displayed when a user selects the Sell 
Additional Securities field 1312 as shown in Fig. 13. Table 1602 shows securities which are 
held in a client's portfolio which are available for sale, if the user believes that client would 

15 like to make additional sales. 

Figs. 17A-17B correspond to different screen shots which can be displayed in 
connection with a user selecting the Buy Additional Securities field 1314 shown in Fig. 17. 
Fig. 17A shows a screen shot 1700 which displays a selection of different mutual funds. As 
shown, the selected tab SchwabFunds & Select List 1704 shows that listed funds below are 

20 either mutual funds provided by Schwab, or are mutual funds which are on a selected list of 
highly rated mutual funds. When a user selects the Stock, Mutual Funds, UIT, REIT, CEME 
field 1706, then a new screen shot 1710 can be generated which provides fields 1712 in a 
table 1714 where a user can enter symbols and amount for additional securities that would 
like to be included in the plan as additional recommended sells. Similar tables could also be 

25 provided in response to a user selecting on the Bonds, Cash Eqv. field 1708, or the Others 
field 1716. 

Figs. 18A-18B shows screen shot 1800 and 1802 which could be shown in one 
embodiment of the present system in response to a user clicking on an allocation status field, 
which is shown in many of the above screen shots. For example, in Fig. 3 the allocation 
30 status field 307 is provided. The allocation status screen shot 1 800, shows the present client 
portfolio relative to the recommended portfolio, if the client follows the recommended 
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actions. Sector diversification table 1804 shows the client's portfolio sector diversification 
against the Wilshire 5000. If a user selects the Equity Concentration field 1 806 5 then the 
sector diversification table 1804 will be replaced with an Equity Concentration table 1808 as 
shown in Fig. 18B. 

5 Figs. 19A-19G show screen shots or pages from a portfolio rebalancing plan 1900 

which can be generated by the rebalancing engine at the conclusion of the process illustrated 
by the previous Figures. Fig. 19A is a page of a rebalancing plan generated by the 
rebalancing engine. Header field 1901 identifies a client account where sales and purchases 
of assets are recommended. Table 1902 contains rows and columns that identify specific 

10 assets recommended for purchase or sale. Column 1904 identifies the reason for each 

recommended purchase or sale. Additional screen shots similar to that shown in Fig. 19A 
could be shown for each account which is included in the rebalancing plan. 

Fig. 19B is a page of the rebalancing plan that includes a current allocation pie chart 
1906, which shows a current asset allocation, for a client portfolio, prior to implementing the 

15 recommended sales and purchases. Rebalanced allocation pie chart 1908 shows the asset 
allocation for the portfolio, after the client has implemented the recommended sales and 
purchases. Table 1910 shows a table which identifies current asset allocation, and the 
rebalanced asset allocation and adjustments needed to go from the current asset allocation to 
the rebalanced asset allocation. 

20 Figs. 19C-19D include tables 1912-1924, which identify assets that will be held in the 

portfolio if the client follows the recommended buys and sells. Each table includes a header 
field that identifies the types of assets included in each of the fields, and the percentage of the 
total portfolio made up of the corresponding asset type. As shown tables 1912 - 1924 
correspond to asset types Large Cap, Small Cap, International, Fixed Income, Cash or 

25 Equivalent, and Other respectively. Assets identified in the Other table will typically be 
assets that do not fit directly into one of the other asset class types. 

Fig. 19E shows client preferences that were taken into account in generating the 
rebalancing plan. Asset allocation preferences table 1926 shows a client's preferred asset 
allocation relative to the model allocation that would be suitable given a particular client's 

30 characteristics. As shown in table 1926 the particular model allocation determined to be 
suitable for the particular client was a moderately aggressive allocation plan. Sector 
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allocation preferences table 1928 shows a client's preferred sector allocation relative to a 
sector allocation as determined by the Wilshire 5000 sector allocation. As in table 1928 the 
client preferences are consistent with the sector allocation of the Wilshire 5000. 

Account and Position Preferences table 1930 shows client preferences with respect to 
5 specific client account. For example, a client preference is shown for no trades in account 
#1234-5678, and specific assets in other accounts have specific reasons associated with 
action for the particular actions relative to the asset. 

Fig. 19F shows a rebalanced sector diversification graph 1932 and table 1934. The 
information shown compare the rebalance sector diversification against the market sector 
10 diversification as determined by the Wilshire 5000. 

Fig. 19G shows a rebalanced equity concentration table 1936. As shown a rebalanced 
portfolio would ideally have no single equity position which represents more than 20% of the 
portfolio. 

It should be recognized that a number of variations of the above-described 
15 embodiments would be obvious to one of skill in the art. Accordingly, although specific 
embodiments and methods of the present invention are shown and described herein, this 
invention is not to be limited by these specific embodiments. Rather, the scope of the 
invention is to be defined by the following claims and their equivalents. 
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